91.  Similarly, the non-discrimination obligations on Ameritech’s local
service operations require a demonstration that the Ameritech affiliate is not
receiving a preference in terms of costs, shared assets, planning or customer
information as compared to what is available to competitors. The FCC addressed
these in its First Report and Order in CC Docket No. 96-149, released on
December 24, 1996 ("Separation Order"). In that Order, the FCC promulgated
rules and policies implementing and clarifying the non-accounting structural
separation provisions and nondiscrimination safeguards set forth by Congress in
Sections 271 and 272 of the Act. As the FCC said:

These safeguards are intended both to protect subscribers to BOC

monopoly services, such as local telephony, against the potential risk of

having to pay costs incurred by the BOCs to enter competitive markets,
such as interLATA services and equipment manufacturing, and to protect
competition in those markets from the BOCs' ability to use their existing
market power in local exchange services to obtain an antjcompetitive
advantage in those new markets the BOCs seek to enter (Separation Order,

para. 6)

Further, the FCC's nondiscrimination requirements are broad and strict:

"We conclude therefore that, pursuant to section 272(c)(1), a BOC must

provide to unaffiliated entities the same goods, services, facilities, and

information that it provides to its section 272 affiliate at the same rates,

terms, and conditions." Id., para. 202.

The FCC also acknowledges that "individual states may regulate such integrated
affiliates differently than other carriers.” Id., para. 317.
92. While information regarding Ameritech's intentions regarding its

compliance with the safeguards of Section 272 were discussed in the Ameritech

Communications, Inc. ("ACI") certification proceedings in this state, in light of



Ameritech's request for interLATA entry in Michigan, Ameritech should now
provide specific information to this Commission regarding its compliance with the
requirements of the Act. This is especially important in light of information
recently developed in ACI certification proceedings in other states.

93. Let me mention just a couple of examples based on the limited
information that is available. [t recently emerged in the ACI proceedings in
[llinois and in Ohio that Ameritech has constructed a fiber optic SONET ring in
Chicago énd Detroit, and that ACI's switching equipment is located on those rings.
That is, Ameritech's most advanced facilities in Chicago and Detroit apparently
consist of a dedicated Ameritech fiber optic ring and ACI switching. ACI
contends that the dedicated fiber ring facilities were procured out of Ameritech
tariffs, but has not identified the tariff. These facilities were constructed,
apparently during 1995, when, by its own admission, ACI had at most a handful of
Ameritech employees "dedicated" to ACI. Apparently, no payment has changed
hands; Ameritech/ACI witnesses have indicated that they are simply keeping
account of these transactions. (In fact, the "new entrant," ACI, reportedly has been
the beneficiary of at least $138 million in advances from Ameritech Corp.)

94. A host of questions arise, including what access to Ameritech
Michigan's local service plans and network plans ACI had when these facilities
were built; whether ACI has a separate franchise with the municipalities in
question, and generally, whether and when ACI will operate in any meaningful

sense independently of Ameritech Michigan; whether and when the transactions
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between Ameritech Michigan and ACI can and will satisfy the "arm's length"
standard; whether it is plausible that ACI has acquired its facilities from Ameritech
Michigan without preferential access to "goods, services. facilities and
information"; and finally, how ACI's "arm's length" obligation applies to
Ameritech Information Industry Services ("AIIS"). a division of Ameritech
Services, Inc., jointly owned by the Ameritech Operating Companies that will
provide interconnection services to AT&T on behalf of Ameritech Michigan.

95.  The fundamental lack of independence in the operations of the
Ameritech operating companies and ACI was recently acknowledged by
Ameritech [llinois. Recently Ameritech Illinois filed for "clarification" that
expenditures by Ameritech affiliates other than Ameritech Illinois should count
against the $3 billion/five year commitment to invest in "infrastructure” that
Ameritech Illinois made in securing alternative regulation in Dockets 92-0448/93-
0239. Petition for Clarification of Investment Obligation under the Alternative
Regulation Plan ("Petition for Clarification" or "Petition") filed September 20,
-1996. In its Petition, Ameritech sought "clarification" that its "commitment was
made, and should be construed to Be, relative to the Ameritech family of
companies.”" Petition, p. 2 (emphasis supplied). Ameritech's 1996 report under the
Alt Reg Order in fact showed nearly $200 million in unspecified "infrastructure
expenditures" on the part of Ameritech Cellular, Ameritech Services, Inc.,
Ameritech New Media Enterprises and other entities. Ameritech in its Petition

suggested that the "corporate family" viewpoint
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V1. SUMMARY OF THE ACTIONS AT&T PROPOSES TO THE

COMMISSION.

97.  Under the Federal Act, the FCC is required to consult with state
commissions to verify Ameritech's compliance with the checklist requirements. In
this proceeding, each of the AT&T witnesses has identified deficiencies in
Ameritech's checklist compliance showing and recommends actions. In addition
to those recommendations, I also have a number of recommendations that could
help address a number of the issues raised in my testimony. Before this
Commission reaches a decision regarding Ameritech's satisfaction of the checklist
requirements, at a minimum, this Commission should require Ameritech to make a
showing as to how it will satisfy the requirements and recommendations of

AT&T's witnesses, including the following requirements:

98.  For certainty of checklist availability, the Commission should at a

minimum require that Ameritech:

e Provide a set of rates, terms and conditions for services offered to new
entrants to which Ameritech commits regardless of the results of any
legal challenges Ameritech may have pending before state or federal
courts, unless some aspect of the courts' findings render the agreed
upon terms unlawful.

e Describe the procedure that will be used when the parties and Staff

believe that Ameritech's contracts or tariffs are not in compliance with



99.

pertinent Commission orders, to preclude delay in implementation that
would occur under the Commission's customary complaint and

enforcement procedures.

To ensure reliability in the full availability of checklist items, the

Commission should require Ameritech to provide operational experience that will:

Demonstrate with specificity that the systems employed by Ameritech
in the areas of provisioning, pre-ordering, ordering, repair and
installation are actually operating at parity with regard to its own and
competitors needs, for various customer categories and by various work
areas.

Demonstrate that the operating systems employed by Ameritech have
the capacity to serve the actual and anticipated demands of Ameritech
itself as well as those of competing local carriers. If local service
systems have less capacity than interexchange systems in place,
Ameritech should provide a detailed description of the manner in which
it proposes to increase capacity to an equal level.

Document that Ameritech's Operational Support Systems have been
fully tested and judged to work properly and interface correctly with
competitors' systems.

Demonstrate that Ameritech's systems are processing customer requests
for a change of local carrier as efficiently as they process customer

requests for a change of interLATA carrier.
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e Demonstrate, based on actual experience, that service quality trends are
not declining with the advent of local competition.

100. To address the changes in the local telecommunications

environment, the Commission should require Ameritech to demonstrate what
Ameritech has done to insure that Ameritech employees function as "honest
brokers" when they are obliged to provide non-discriminatory treatment of
competitors, their systems and their customers. For example, Ameritech should
show that Ameritech's Code of Conduct, training and compensation plans
recognize this obligation.

101.  Further, Ameritech should be required to demonstrate that carrier
access charges paid by competitors are set at Ameritech's actual costs.

102. Ameritech should be required to demonstrate that Ameritech's
affiliate, Ameritech Communications, Inc. is not receiving, directly on indirectly,
preferential treatment as compared to other new entrants regarding prices, terms.
conditions and access to services, systems, network planning information, and
customer information. This can be shown by providing a description of the current
state of operations of ACI, where, if at all, ACI connects to Ameritech's network,
what services ACI prbvides, what access to assets and information ACI has, where
ACI's employees come from, and what steps Ameritech is taking to assure that
ACI is not in a preferential position compared to other new entrants on access to

networks and customer information, and how Ameritech will comply with the
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Joint Marketing and other requirements of §272(g).

This concludes my statement.
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VERIFICATION

I, John Puljung, do on oath depose and state that the facts contained in the

foregoing affidavit are true and correct to the best of my knowledge and belief.

eh Pz

7T

SUBSCRIBED AND SWORN to
before me this day of
January, 1997.

» )‘

$ ret M. Plucinsky
. Notary Public, Sm_eofminou ,:
;MyCanmi:donExpml 05/11/99 5,
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Amerttach Comommicationg, Inc
Case No. U-10934 .
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No.: Third

Datz Decammber 14, 1998

ATACO?R

Please identify and describe all mestings which occurred on November 7, 1995 in New
York between Ameritech representatives or officlals and any financlal analysts. For

each meeting identified, please identify all Ameritech parsonnal present.

Responas
ACT objects to this discovery requast for the reasaon that the infarmation is not
relevant, nor is it reasonably a.lmhhdbhldbhd:lmveyd le evidence.

wmmquﬁdebd\meLAc’smt
corparation, and {nvestors is irrelevant to the issue of whethar ACT has the unagerial,
technical, or financial capability to provide basic local exchange sarvice to customers in
its proposed geographic territory in Michigan. Notwithstanding this and all other
applicable objections, and without waiver thersof, Meetings were hald on Novemnber 7,
1995 in New York City between Richard Notebaert, Oren Shaffer, Sari Macrie, and
Marty Hegglin on behalf of Ameritech and investors. Attached are first call reports an
uumecﬂngpuputdmdmmdbywwnd\.swm!m and Prudential

Securities.
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Dan Asingeld (312) ¢49-5622
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Ind Dive $3.00 319941 §3.07 17.3

Yieldt .00 QAst: $0.84 vs $0.7¢

e AIT’s top mansgenant made positive, presentatiens to vell attanded analyst
ssetings in Nev York ea Noveaber 7, 1998.

e The CIO discussed 3Q results, the Stk consecutive paricd eof doudble digit
sarnings grovetd, indiecated that analysts’ estisatss vers ashisvadle (ve
estinate, EPS of $3.40 in 95 and $3.78 in 9¢) and stated revenus grovtl may

even pick up vith strong earnings growvth likaly te centinue.

o Stratagies discussed included grov ths oere Musinssses (local
vireline/virelsss/Pirectory), grov preduct and sarvics Jusinsasses (leng
distancs, cable, slectronic commerce and security acnitoring) and grev outsids

the NMidvest, domestis and {nternatiesmal.

© The CEO vas confident thars vould De tslecom legislatien voted eut of
Cengress in Deceaber, on the President’s desX by year end and sufficiantly
sodified to assure Ne veto by the President, and yst fair ts local tslepbone

conpanies.

© AT {s planning to be in the long distance business in 1996, axpects te
achieve a grsater than 108 market share and be fitable vitdin 3 years. The
company estimatas $0% 0f InterlATA truffic sriginatas and terminates in regier
vhich ve viev as & very positive mumber. Te establisdh & 1D metvork vitain
region, AIT vould have to spend less than 2 aonths ossd flev, 2 saall
investasnt for entry inte & market vhich could grov in the § to 98 range and
estinated by the ocmpany to De $0.3 dillion {n the AIT service ares.

© Telephone sccess line gTovth of 4.4V for the year anded Septaader 30 was
by secend line growth. Seocnd line panetratien is only 108 and, with

spurred
usage approaching first line esploymesnt, offare selid Im potantial. second
lines are being used for data, :undimnnunl &8 simple voice grade

nessaging.

© Callular subscriders vare up 478 in the latest pericd daspite the adesnce of

uvmummmummtu.meqmivuxupmoummxmuu
nev subs in ¢4Q. Cdurn in the csllular arss is a far delov average 118 ¢ an

annual bdasis.
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aftsr qum'\!nuwm 18 the secend largest security
by 14 a , with a 380 uux-imuzmnu.m ogts 3arxst

senites

Ms'u-u te the year 3000 for this astinmatad $14 liem industry.
Mazgine are quite !::1" the potential for sdded soquisitiens exists and
industsy charactar es dove-tall vith Telecas.

The AIT Deetings in NY re-affirm our eptiniam for tde company snd its abares.
¥e se6 & managesent sommittad to Puil Sharedeldar Value. We axpest 48 muc!

" as @ 68 um!u increase Deceader 10 view tha abares s attractively

valued relative to prospects, the IBOC ¢group ind the market.
Industsy! Telecammmnicatiens/services - loeal

Investaent Strategy Industry Weighting: INCOME(+),GRONTE(~),CAPTTAL
APPRECIATION (=)

Technisal Analysis Industry Rating: AA

Copyright 199§ Rerrill tynech, Pilerce, Fenner § Smith Incerperatad (IIFTES).
Appreved for publication in the Tnited Xingdom by Nerrill lynch, Pieres, Pennt
& Smith Lisited, an affiliated company and requlatsd by The Securities and
Putures Autdority Lisited. The informatien harein ves ebtained frem variocus

B0uUrces) ve 40 ot guarantes its accurcy. Additienal (nformatias svailadles.

Neither the information ner any opinica cxpressed censtitutss an sffer to buy
oT sell any securitiss or options axr futures eentracts. IIFiS and its
affiliates, may trade for their owvn sccounts as odé-let dsaler, narkst malkasr,
block positioner and/er arditrageur in any securitiss or options of this
issuer(s). XILPPES, its affiliates, directors, officers, ewployess and empl
banefit programs may bave & leng or ahort positien in any securities er optier

of this issver(s).

Forsign-curzency-dansainated securities are subject ¢ts fluctuaticas in exchang
Tates that could have & positive or adverse effect oa an investor’s return upe
the cenversion into loecal currency of dividends or intsrsst recelived, or
proceads from the sale of such securities. In additien, investers in securitie
such a8 ADRs, vhose values are influsnced by foreign surrancies, effectively
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ST S-Nove-9S Prudential Seeuritiss (J. EXTTIE (213) 778-1777) AI?
m:;mXNMMYWMo BUT AT CURKENT STOCX PRICE LIVRLS

ATT: AMOLYS? XEXTING VEXTY UFSEAY, BUT AP CURRINT F70CX FRICE LIVRRe, V3'M3 OT

SCIIVEA? ERIVOUS ASOUY CONITTITION
B st ® Kamritac (ATTe-s3 1/3)--NTSE sov b, 2098
subjects {
.
~- 3 cur Eeld
Analysts: Joamns €, Sunith, CFrA (2112) 778177 ozt
e Kevin €. conden’ (313) 779=1373 RISK: Lov
286, Div.: $3.00 Tield:s 3.5% Jghares! §84 ail. 52-¥X.2ange! $3=40
e B ¢« 3 Yeaz  ¥/3 10 "~ 30 g N 1§
Aetual 18/94 § 3.0%700 17,83 90.69 00.02 9§ 0.7¢ $0.832 OCPe
$ 7.08°0 7.4 3.69 1.04 1.78 1.78
e 137958 6 3.4086038.4% $0.763 6 0.932 § 0.04a 0 0.903
aCPe $ 7.2580¢ 7.2 .74 9 31.08A § 31.81a ¢ 1.883
F1 ) 12/968 $3.78 6.2 ¢ B § m ¢ =n $ m
-To $7.768 ¢.6 § M $ ®m |t == $ x

*GCY = Grese Cash Fiew (Net Income ¢ {atien) per share. **Rsperted IP8
are ($1.94) for 199¢ and $3.77 for 19988. Reperted 4CF arze $2.10 and $7.68 pe
shars, respectivaly for 1994 and 19985%.

Yestarday, Diek Notebart, Aneritech’s anthusiastis Chairaan and Caief Dxacutiv

Oofficer bosted analyst neetings in Nev York teo discuss the o-ray'o future
prospects, particularly 4in light of thelir entry inte distance
Tegardlass of ths minq telecam legislatien in . W deve t2at
Ameritech’s stratagy ¢f an offensive defense is prodadly the right ene for the
given the aggressive ition that has Already deen sean vitiin its owva
tearritory, particularly the Chicage ares. As 2 Tesult, Aneritach is adeut
vell-positioned to taks on compstitien as any senopely carriar osuld de.
Approximately tve thirds of top managesent has & non-telephone background.
Question hovevar remains, vhat bappens to0 margins and grovth onees the floodgat
open? We believe in the long run, that the post tive RECs are liksly ¢
presper in this envircrment. RNowsver initially, ve ieve that pricing ocould
becone scomevhat irrstienal (4as ve sav in Quile), wvhich, esabined vith incresse
-pcndu!! on advartising and marketing is likely teo dspress anm. Regardlas:
AS?T believes that year thres, vith 108 sarkst sbars, long distances sdould
prove & gitadle iness. Ve maintain ocur Beld o Amsritech, vhieh

believe curTently fairly valued.
ARRSALS ASAEENENT BASED OF ILONG XUN AVOIDABLE GOST TIRLDS 168 DIsCOTNT 79 RITAY

Azeritech bas agreed to open up its local menopely to competiters and just
recently (Neveaber 2) signed a 7-10 year agreameant vith U.S. Metverk, 2 long
distancs resaller, to resell AIT's jocal loop €5 business customers fer vhat
anounts to & 208 disocunt eff the retail 8. Manageaant indicated yestarda
that this prics represents retail prices im run sveidahle costs, rathar
than sinply & particular discount of retail, o ar o} ia the Rouse
varsicn of the taleccm bill. 7This discount (s significantly Bighsr than that
effered by Frontier in the Rochestar area, viieh about & 5% discount off of
retall. Congress i{s currently vrestling vith language en this iasus ¢o
detarsine Rov this veuld be Randled in ths legislation that is currantly pendi
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SST ¢-lev-d$ Ruith (lm (212) 936-6254) AIT
08:153an - sarney

Curreat Prise

cker ANERITECHE
;:u-a'sﬁo $3 ¥k Range:! u.oo = 30.%0 , fank: 2i-L
Pricing: 11/07/95 (Rslease Date: 11/08/98) Target Price: 63.00
 { Das b 3 Gt 3 oty 4 Ot Year
mﬁﬂ .3;4 e n?:& $0.81A “,7“ $0.81A $3.07A

Previeous 1998 I8 0.768 $0.91A $0.842 $0.098 $3.408
eu-r:m 1995 rs :0.7“ $0.93A $0.840 §0.098 $3.408

Frev 199¢ 98 A A Sli/A /A $3.743
aa.nt:t" 193¢ 8 ::;A 0‘://& /A A/ $3.748
Previous 1997 X8 m/a o/ /A /A $4.138
current 1997 B¢ tl;A M/ u/A ™/ $4.133
Price (As of tllﬁa.l::zggg m:y::g:).....::::;:: .00 nild
Return on 134. ¢rth.

shares wum ( .Zssu.u sil m‘m Yield....183.00, 3.88
Wct. Capitalizatiesm.:629007.30 mi) /8 ",..oooo.oooooix.-‘ X 14,0 X
current Book Value..:9012.5¢ Commentst :

LT Debt-to-Capital..:147.73% Redge Clause(s)....!

Opinion: )

3!:3 excludes 2 $0.61 charge 4in 107 $0.30 charge ia Q) and $4.11 charye

19952 excludes s $0.29 gain in 2098 ard an $0.08 gain 4in 309S8.

AIT presentad an at eutlook for the . November 7,
1998, at a2 m&n:’:i‘th ths CR0O, Diex -m &‘mlm’ i analysts in
Nev York. 7The general thrust of Netebaert’s ocompents vas that the outlock
for all of its communication cparstions vas very positive, the vas
very optinistic that it could peet analysts current sarnings tions
wmunnmn-uo nu rate. Wails there vers no sajer
revelaticns, ve thought the its cass that it has
developed a sebesive mm gﬂ « Ameritesh is pursuing a
three part str it seet thease taryets: 1) serving
customers dettar sver within the £4le of teday’s dusiness! 2)
expand inte nev businesses such as cable, infermation sarvices ete.; 3)
ney businssses, doth m-o:- ion damestically and intatmaticnally.

grov

Amaritech Delieves sach strat 1 eeam 68, 38 and 28,

rupo::‘.tvdr te long t:n s grovel, u:u -‘cg. Mtlz‘ ;wud
Y gTovih rtas et one opecations o cos, ve
ieve that these ta uﬁa svable., Grevth oculd de 3% above thase

ejoc-um. starting un. based on tha (nteriATA oppeortunit
iﬂ-ﬂ’ ion, vhich mm estinates unusunuaua-!am
revenue oppertunity. 7he sompany ertimstas that it sould provide
in-regian long= sarvices using its owvn infrastructurs vith enly
$200-$300 nillion ia incremental ugtul expenditures., We value AIT ot
$62 per share, vaich is 8 market mu 21:“ on estisated 1997 XPS of $4.13.

Ve reiterats our 2-L (Outperfora, lev Risk) rating.
EIGELIGCHETS OF THE XERTING AXD SIDR CONVERSATIONS WERR A8 PFOLIOWS:
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i ?mmzmmtuumxﬁm.m

communications
ing vtm% cosss, Cable panstretien, and ether
by hy e tiree loaive grovth sxhidited ever

scamunication serviess vill continue the expl
ths last severil e AT delieves that eitiom vill the
ammume alloving the l.l.mt ts grov frem roughly

overall compuni
$250 dilliea this year o $330 »i1liem by 3000.

238 desn ing fozr this strung octed gTovth and
BT tan Yoass Prics esp maun bas sccelersted

::pctiu 4 las years
o fer the € ton .
this S, Over ths last 30 mecrths AIT has dramatically yrepared fer

competition by driving cut cests and inesr the systans and precess
and corporate suiture of the o m&zu opeTiIted aa almost
conpletely modearnised netverk vi mu'l aupleyees n; 10,000 sccsess
ilines, the most effigcient eperater ia industry. is w-!«uq
continued vity W" e 53=7% par year. Qurrently three
Quarters of the fifteen 1 f-business wnit presidents are from outside
ths industry, 108 of the mansgers in netverk eperstions are frea eutside
the comsunicatisns industry this trend should eentinmue. 7The ocumpany is
doing & better job at segeanting {ts 3arkets and vill attack these marksts
vith customised . Shertar oyels times and nev information
technologies vith s mevly trained (,000 person sales ferce. Deregulsticn
to decreass its capital axpenditures fros g& $2

bas alloved the cempany
billien ear range to $1.6 Dillien. Ths company (s oencentrs

capital :;cgdtm on value added services that offer the highest return
en investasnt.

In this regard the company bDelieves that valus added and additienal
sarvices can add 8500 nillion per yesar in high in reveruss. IA this
regard, AIT : i1 ﬂ“‘g in ealler 3D s 3094 (2 nillien
subseribers, 178 penetratien), 868 in voice aail (650 thousand
subseribare, $% penstraticn), and 318 growth in sdditienal phene lines.
Although the company vill have to increase 5541 to botd the aarkst
and be 30re competitive, the cash-fiov maryins are very Bigh en these
products vhich will still allov these services te centribute significamtly
to net inceme. 2n addition, AIT believes, as do all the RDOCs, that in
its regien it has a vary strong nams-bdrand, secend only ts ATET.

AIT vill alse grev resvenuss from sarvices ia vhich it Possesses core
campeteancies, SUCh 49 security acnitoring (914 dillion industTy greving at
118 per year), slsctrenic commerce/centsnt ($485 billiea industry groving
at 138 pear year), sanaged netverx services (938 dilliem groving
at 1:! par year), and cable TV (836 dilliem industry greving at 108 per

Security soniter is an example of ths company entaring a relsted
business in whish it possesses cors cempetenciss. Amaritech recently
purchased twe alars sonitoring companies which increased made it the
sacond largest previder in the industry at reughly $330 sillien dellars
NI‘“. AI? ioves that it has severnl akills that vill help it ¢o
excel ia this industyy including: (1)streng quality service, (3)an
oftiotancion: and (:;‘ “m"nb(nuutey caites Panes thressd
es, crease moniter rev
improved sales and sarkxsting. ine

R T A T T R o g
of & lomg gy 6f dundl loca sphen
long-distance, vireless, and enhanced cable servicss vgb content and ¥

other valus sdded sarvices.



o™
Our full taxt researeh and assesiated gruphs are new
distributad over rirst Rssearch Direct. Fer Bore inforaation an
eall Rassarch Direct sales at (200) 832-7384

this systam, plesse
Jogten, ¢4 171 349 7290 lendan, 813 35213 7300 Tekxye, 883 33530 1238
Song Kong, 63 298 5488 Singupere. .
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Example: Operational
Implementation Delay -
Informal Complaint regarding
Service Intervals

o gonsolldafad

ommunications

Juse 1§, 199§

Chazies 3. Pisher, Exacutive Director
231i{nois Commarece Commissiea

$37 Sast Capitol, PO Bem 19260
springfield, 33 €63704-9380

Desar Mr. Pisherz:

pursuane te 83 I11. Admim. Code Secties 300.160, Conselidated
Coominications Telecan Services Tus. ('CCT8°) Lis sending tRis
informal corpleint against Ameritech regaszdisg its provision of
unbundlied 100p services.

specifically, Amsgzitech service imstallatica iatervale for CCTS
varusdied 1009 custarars range fyom § te 1§ wverk days from the date
Amszitech receives chg order frem CCTS. Ia comtrase, it is our
uaderstanding that tha services ianstallatiem datervals feor
Amaricech’'s ova bundled aecess line Oustomers Are subetantially
le88. The result of Ameritech’s conduct has been the 1068 o2 CCTS
custamare to Amaritech, wviieh has advervely affected CCT8's
munn tsien. This conduet 10 & vielatioa of 03 I1}.

. Code Seétiam 790.330(M). I8 additica, Americtech’'s couduet
anountd to discriminaction agaiast CUIN cusctemsys iz faver ot (ts
owvn custesass ia viclatiea of Sestion 13-3508.3 of cha Mublie
Teilitiee Act and the epirict and Latent of zumarcus otder
CesmiJsoicon orTdars addressing competitiosm.

The relief CCTS i seeking through thie ilaformal cosplaias is o
deternination by the ICC Scaff chat Ameritech is 4ia violation of
the ADOVve referenced stasute asd Tule, and actica by the Staft
inforniang Amevitech tiat it rust Comply vith tha tgg‘em statute
and Nle, and may ns loager diseri te ajeinst .

Ve Reredy regquest that Staftf itiously reviev thie iafeorma)
carplaiat, givea the tims sensitive sature of our campetitive
efforts. If you have aay questicns cencerning thie letter, or need

::ﬂ:::ul information tO perform your ({nvestigacticn, feel free to

Sincerely,

Idwvazd 3. Penee
Consolidated Cammunications Telecom fervices %ac.

CC: Cnarlotte TerZeurst
MyTa Raregianass
Ded{ Barr-Holgquist
Carrie J. Rightman

. -
'3 IO 1T gregr el WASEE'TI 21T %NS
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Consolidated

Communications

July 30, 1996

Ms. Donna Caton

Chief Clesk

Qllinois Commerce Commission
P.O. Box 19280

Springfield, II 62974-5280

Dear Ms. Caton:

Enclosed please find an original and fifteen copies of Consolidated Communications Iac’s
Comments in ICC Dockst No. 96-NQI-1. Plasse samp and retum the sdditional copy enclosad
as proof of filing.

If you have any questions, please call me at 217-235-4457.

Sincerely,

W0 b Lnne

Bdward B. Pence
Senior Manager - Regulatory Services

12¢ Soum™ (71n Srew!. Maftoon, Kinols 61938 217.238 3344
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STATE OF ILLINOD
ILLINOIS COMMERCE COMMISSION

Dlineis Commerce Commission
On Its Ows Motica

Notics of loquiry concarning : 96-NO1-1
Nlinois Ball Telephone Company’s :

compliance with Section 271(¢c) of

the Telscommunications Act of 1996.

CONSOLIDATED COMMUNICATIONS INC.'S
INITIAL COMMENTS IN RESPONSES TO RESOLUTION

Intreduction

Consolidated Commuaications lac. ("CCI") has two subsidiariss which provide local exchangs
services in Ilinois. Cossvlidated Communications Telecom Servicss Inc. ("CCTS®) is
certificated to provide resold local exchangs services sttswide and facilities-based local
exchange services in exchanges ssrved by [llinois Bell Telephons Compasy (“IBT*). CCTS has
been competing on a resale basis for centrex custoraers in oumerous IBT exchanges for over one
year. Since May 1, 1996, CCTS has besa competing on a2 facllities besis utilizing IBT's
unbuadied loops and its own switching capacity for residence and butiness cuomers in thres
downstate exchanges sarved by IBT. Another CCT subsidiary, Ilinois Coasolidated Telephone
Company (“ICTC"), is 3 102 year old incumbent LEC which serves approximately 8,000
access lines in 37 exchanges in central Mlinois. )

Rasponses

(3)  For each entify which has been cartified in Tllinois to provide:
(a) facllitiss based local sxchange service; and/or,
(®) rescld local exchange service; and/or,
(¢) exchange access service,

sats whether such satity is providing:

()  business exchange service;
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(®)  residestial exchange ssrvice;

()  busidess exchange acCess service or resideatial exchange access service,
identifying special or switched access.

Ramoass:

Both ICTC and CCTS provide business, residence and exchange access services, including
special and switched access ssrvices.

(4)  ldentify all cotities which have: requestad intsrconnecton or unbundled elements from
Hlinois Bell Telephone Company; or, requested the ability to resell [llinois Bell Telopbone
Company's services. With respect (o each of these entities, specify:

(a) the types of interconnection, unbundled clements or ssrvices requestad;
(®)  the dats that each request was made; and,

(¢)  the requests with respect to which Dlinais Bell Talephooe Compasy and the
requesting entity have entered into binding agreement.

Ragxnss:

Al the time CCTS began preparing to offer local service in competition with IBT, prior o
passage of the Telecommunications At of 1996, the only armangements availadle w0 CCTS were
the unbundied ssrvices IBT offered under the tariff it flled pursuant to the order in the
Customers First docleet. In August 1995, CCTS begun purchasing virtual collocation and
unbundled loop services from IBT s tariff. CCTS bas since requested altermative interconnection
armnagements from BT, including both physical collocation of CCTS switching equipment in
IBT's offices and a copper tis cabls, but thoss requests were deaiad by IBT because it does not
allow other carriers’ squipmest, other than transmission squipemeat, in its central officss. As
a result of these and other issuss, CCTS and IBT have not estered into any agreement for
ipterconnection or uabundled servicss. CCTS and IBT cootinne discussions regarding the
possibility of entering into such an agresment. However, basad on the agreements which IBT
has entered into with other carriers who have sigmificantly greater negotisting powser than CCTS,
CCTS is not optimistic that nsgotiations will resukt in an accepable costract thar would be
prefenble to the tariff.

(6)  This question is directed (0 thoss entities idemifled in question thres (3) that bold
certificates o provide facilities based and/or resold local exchangs service, in Dlinois Bell
Telephone Company's service werritory. ldenrify,
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(a)  the numbaer of access lines in Ilinois Bell Teisphone Company's service wrmitory
that are served by the eatity;

() ths number of locations of the [llinois Bell Telopbone comrpany switches in Nlinois
that are compected (o local loops served by the entity;

(c) the scope of the geographic area, and the oumber and typs of customers far which
the entity's services are available within Illincis Ball Telephone Company's service
territory;

(@) the extent o which the entity is using its owan facilities to provide servics or is
using unbundisd elersnts or resold servicss obtained from Miinois Bell Telepbone

Company;

(e) A description of the satity's facilities in openation in Illinois Bell Telephone
Company’s servics ares;

) whether the eatity is currestly constructing or significantly expanding thsir
facilities in [linois Bell Telsphons Company's sstvice territory, and, if a0, when the
consuruction/expansion is expected to be completad; and,

(g) the avenge provisioning intervals and maintenance times for services [linois Bell
Telephone Company provides o the satity.

Remonis:
() CCTS sarves approximately 2,500 accams lines in IBT s service tarritory.

(®)  For facilitiss-based services, CCTS is connectad to thres switches in Springfiald,
33w§9§~gio.§§n§?.

()  The geographic area in which CCTS's facilities-based local services are available
we the BT exchanges of Springfisid, Decatur, and Champaign/Urbana. Although IBT,

pot CCTS, has accens to this information, to the best of CCTS's knowladgs, the number
and types of customen to which CCTS's sstvices are svailable are as follows:

- spproximately 65,000 residence and 30,000 busines: customers in
Springfleld;

- approximately 37,000 residence and 17,000 business customen in
Decatur, and,

- approximately 30,000 residencs and 16,000 business customers io
Champaign/Urbana.

3
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(@)  For its facilities-based services, CCTS is wiilizing s own swikching, fiber optic
transport and digital loop carmier facilitias in conjunction with BT's uabundled loop
facilies. CCTS is also in the procsss of putting in its owa local loop facilities w one
cunomer. CCTS is using IBT's 9-1-1 routsr and directory assistance sarvices and is also
using IBT"s ouuide installation and maintenancs workforce to supplement its own
installation and maintsnance workfores. For its resold local ssrvices, CCTS resells all
IBT services and uses nons of i) owa facilities.

(8) CCTS facilities in IBT"s sarvice area include digital loop carriers and fiber optic
terminals in IBT s offices, and fiber optic cable and transmission equipment o connect
the BT offices to CCTS POP locations in each exchange.

(N  CCTS is not constructing nor significantly expanding its facilities in IBT's service
territory, for several reasons. First, in CCTS's first fow months of limited service, it
has discoversd that thers ars additional required costs asmsociated with IBT's
interconnection and unbundled services which, in total, make these services much more
expensive than if the customer purchased the bundled service directly from IBT. For
example, IBT has quoted a chargs of $10 per customer sssocisted with the inelusion of
the cusiomer is IBT's directory publication and delivery of the directory to the customer.
In sddition, IBT charges per amp of ratad value oa the tarminal aquipment in its office
instead of for the actual power usad. The power to run the digital loop carmiers and fiber
optic terminal equipment CCTS uses, as assessed by IBT, equatss to approximately $2
per line per month when the cost incurred by IBT is substantially less. This becomes
apparent when one considers the charges for a $0,000 line offics. Under IBT's pricing
scheme, the elactric charge for such a location would be about $100,000 per moath.
Cleasly, this charge is excessive. There are many other similar costs such as project
management fess and monthly recurring charges for miscellansous items, which make
the service uneconomic. What is particularly troublesome about these costs is that they
make facilitiss-based competition lsss aconomically viable because a competitor pays
more for the service than a retsil custorser would if it took the setvics directly from IBT.

Second, IBT employs an unnecessarily complicated servics order process, which makes
it extrerpely difficult and time consuming to sign up new customers. Competitive
carriers are required to order servics utilizing IRT's special service circuits ordering
process, which is more complex than the procsss for signing up new retail customers.

Third, IBT gives its local customers preferential treatroent on servics intervals. This
means that new customers wishing to be served by IBT will be abls o g& servics much
more quickly than new CCTS customars located in arsas in which BT is the principal
provider of sxchange services.

Fourth, as a resuh of the lack of access to IBT" order and maintenance systems, CCTS
is unable W provide its cusiomers timely information on the progress of orders and
repairs.



